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The reliable measurement of tax revenue growth is important for
the design of tax policy. Changes in tax parameters such as tax rate
and tax base a®ect the built-in °exibility of revenues generated by the
tax system. This paper provides estimates of the revenue elasticity of
Japanese earned income tax and demonstrates how tax reforms since
the 1990s in°uence the elasticity. The aggregate elasticity for income
tax decreased from 2.34 in 1989 to 2.04 in 1999. This observed change
in the revenue elasticity is substantially due to °attening in the tax
rate structure.
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